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Friday  June  19,  1952. 

The  Standing  Committee  on  Banking  and  Commerce  to  whom  was  referred 
the  Bill  308,  intituled:  “An  Act  to  revise  the  capital  structure  of  the  Canadian 
National  Railway  Company  and  to  provide  for  certain  other  financial  matters”, 
beg  leave  to  report,  as  follows:  — 

Your  Committee  recommend  that  they  be  authorized  to  print  500  copies 
in  English  and  200  copies  in  French  of  its  proceedings  on  the  said  Bill,  and  that 
Rule  100  be  suspended  in  relation  to  the  said  printing. 

All  which  is  respectfully  submitted. 


J.  W.  de  B.  FARRIS, 

Acting  Chairman. 


ORDER  OF  REFERENCE 

Extract  from  the  Minutes  of  Proceedings  of  the  Senate  for  Thursday, 
19th  June,  1952. 

“Pursuant  to  the  Order  of  the  Day,  the  Honourable  Senator  Isnor  moved 
that  the  Bill  (308),  intituled:  “An  Act  to  revise  the  capital  structure  of  the 
Canadian  National  Railway  Company  and  to  provide  for  certain  other  financial 
matters”,  be  now  read  the  second  time. 

After  debate,  and — 

The  question  being  put  on  the  said  motion, 

It  was  resolved  in  the  affirmative. 

The  said  Bill  was  then  read  the  second  time,  and — 

Referred  to  the  Standing  Committee  on  Banking  and  Commerce.” 

L.  C.  MOYER 
Clerk  of  the  Senate. 
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MINUTES  OF  PROCEEDINGS 


Friday,  June  20,  1952. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Banking 
and  Commerce  met  this  day  at  12.15  P.M. 

Present:  The  Honourable  Senators: — Farris,  Acting  Chairman;  Aseltine, 
Beaubien,  Crerar,  Emmerson,  Gershaw,  Haig,  Horner,  Howden,  King,  Kinley, 
Lambert,  McLean,  Robertson,  Roebuck  and  Wilson.  16. 

Mr.  John  F.  McNeill,  Q.C.,  Law  Clerk  and  Parliamentary  Counsel  was 
in  attendance. 

Bill  308,  intituled:  “An  Act  to  revise  the  capital  structure  of  the  Canadian 
National  Railway  Company  and  to  provide  for  certain  other  financial  matters”, 
was  considered. 

Mr.  Donald  Gordon,  President,  Canadian  National  Railway  Company,  was 
heard  in  explanation  of  the  Bill. 

At  1 P.M.  the  Committee  adjourned. 

At  4 P.M.  the  Committee  resumed. 

Present:  The  Honourable  Senators: — Farris,  Acting  Chairman;  Aseltine, 
Emmerson,  Fallis,  Gershaw,  Haig,  Horner,  Howden,  King,  Kinley,  Lambert, 
MacKinnon,  McLean  Robertson,  Roebuck  and  Wilson.  16. 

Mr.  John  F.  MacNeill  Q.C.,  Law  Clerk  and  Parliamentary  Counsel  and  the 
official  reporters  of  the  Senate  were  in  attendance. 

Mr.  Donald  Gordon  was  further  heard  in  explanation  of  the  said  Bill. 

It  was  RESOLVED  to  report  the  Bill  without  any  amendment. 

Attest. 

JAMES  D.  MacDONALD, 

Clerk  of  the  Committee. 
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MINUTES  OF  EVIDENCE 

The  Senate, 

Ottawa,  Friday,  June  20,  1952. 

The  Standing  Committee  on  Banking  and  Commerce,  to  whom  was  referred 
Bill  308,  an  Act  to  revise  the  capital  structure  of  the  Canadian  National  Railway 
Company  and  to' provide  for  certain  other  financial  matters,  met  this  day  at 
10:30  a.m. 

Hon.  Mr.  Farris  in  the  Chair. 

Mr.  Donald  Gordon,  President  of  the  Canadian  National  Railways,  appeared 
as  a witness  and  submitted  the  following  statement: 

As  is  generally  known,  the  formation  of  the  Canadian  National  System 
was  precipitated  by  the  financial  collapse  of  three  major  privately-owned 
companies.  There  were  no  bankruptcy  proceedings;  together  with  a number 
of  government  lines  these  properties  were  brought  under  a single  management 
in  1923,  and  all  their  debts  came  with  them.  The  component  railways  of  the 
new  System  could  not  even  pay  their  direct  operating  costs.  They  owed 
annual  interest  charges  of  $35*6  millions  to  the  public  and  a further  $28-2 
millions  to  the  government.  Moreover,  further  borrowings  had  to  be  made 
to  finance  the  large  capital  expenditures  necessary  to  co-ordinate  the  four 
separate  railways  and  bring  them  to  an  acceptable  standard  for  unified 
operation.  In  the  course  of  time,  other  lines  which  had  been  built  or  acquired 
for  reasons  of  public  policy  were  added  to  the  System,  the  most  recent  example 
being  the  Newfoundland  Railway  & Steamship  Services. 

All  these  handicaps,  and  in  particular  the  excessive  burden  of  fixed 
interest-bearing  debt,  have  been  reflected  in  the  financial  record  of  the 
Canadian  National  System.  It  is  a fact  which  is  not  generally  appreciated 
that  the  Canadian  National  has  never  failed  to  meet  its  operating  expenses, 
but  nevertheless  except  for  the  year  1928  and  the  war  years  1941-1945  the 
System  has  been  unable  to  carry  the  impossible  load  of  fixed  interest  charges 
with  which  it  was  saddled  at  the  outset. 

Between  1923  and  1948,  at  which  time  we  made  our  submission  to  the 
Royal  Commission,  the  annual  deficit  averaged  about  $20  millions.  If  the 
record  were  restated  to  make  provision  for  depreciation  as  calculated  on  our 
present  methods,  the  average  deficit  would  have  been  $25  millions  annually. 
An  appraisal  of  the  future  prospect  requires  a further  allowance  for  losses 
on  the  Newfoundland  operations,  which  last  year  amounted  to  roughly 
$5  millions.  The  relevant  figure  therefore  is  $30  millions,  representing  the 
gap  between  our  net  earning  capacity  and  the  annual  interest  burden. 

This  was  the  quantum  of  relief  on  which  I based  my  proposals  to  the 
Royal  Commission  for  relief  from  fixed  interest  charges.  Proceeding  from 
the  well-established  principle  that  no  corporation  should  have  to  finance  every 
dollar  of  capital  expenditure  by  means  of  fixed-interest  obligations,  it  was 
part  of  my  proposal  that  Management  should  be  allowed  to  re-invest  some 
of  the  surpluses  earned  in  good  years. 

The  committee  will  recall  that  the  Royal  Commission  was  specifically 
charged  with  the  duty  of  reporting  on  recapitalization  of  the  C.N.R.,  and  their 
proceedings  provided  a forum  for  expression  of  all  shades  of  opinion  on  this 
subject.  The  Commission  concluded  that  the  Canadian  National  had  established 
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a case  for  the  reduction  of  fixed  charges,  and  went  on  to  make  specific 
recommendations.  In  brief,  they  proposed  that  the  railway  be  relieved  of 
fixed  interest  charges  amounting  to  $21,798,000,  and  that  the  government 
assume  the  operating  losses  on  the  Newfoundland  Railway  & Steamship 
Services,  then  estimated  at  $4  millions  annually.  In  addition  to  this  immediate 
relief  of  $25,798,000,  they  recommended  that  some  provision  be  made  out  of 
available  net  earnings  to  finance  capital  expenditures. 

The  plan  as  contained  in  Bill  No.  308  provides  a remedy  which  differs 
somewhat  from  the  plan  recommended  by  the  Commission  but  the  difference 
is  in  form  rather  than  in  the  quantum  of  relief.  In  my  opinion  the  plan  in 
the  Bill  is  more  factual,  more  practical  and  more  easily  understood  than  the 
Commission’s  plan.  My  reasons  for  this  opinion  briefly  are: 

(a)  The  Commission  assumed  that  the  Canadian  National  would 
continue  to  be  exempt  from  income  tax  but  the  situation  has  been 
changed  materially  by  reason  of  the  recent  amendments  to  the 
Income  Tax  Act,  under  which  Crown  corporations  are  now  subject 
to  tax.  The  use  of  income  debentures  as  recommended  by  the 
Commission  in  all  probability  would  have  eliminated  any  likelihood 
that  Canadian  National  would  pay  tax,  as  the  interest  on  such 
income  debentures  would  substantially  all  be  deductible  in  com- 
puting the  amount  of  taxable  income. 

(b)  There  are  reasons  why  it  is  not  advisable  to  segregate  the  financial 
results  of  the  operations  of  the  Newfoundland  Railway  and  Steam- 
ship Services  from  the  general  accounts  of  the  Canadian  National 
Railways.  Although  the  relief  given  by  the  Bill  is  less  than  what 
would  be  the  case  under  the  Commission’s  recommendation,  I 
accept  it  as  being  the  preferable  method. 

(c)  The  Commission  proposed  that  losses,  if  and  when  realized,  should 
be  charged  against  accumulated  reserves  set  aside  to  finance 
additions  and  betterments.  This  appeared  to  be  contradictory  and 
impractical.  The  formula  adopted  in  the  Bill  is  more  workable, 
and  the  results  will  be  more  dependable,  and  will  better  relate 
the  disbursements  on  additions  and  betterments  in  any  given  year 
to  the  volume  of  business  done  during  thht  year. 

(d)  Income  bonds,  as  recommended  by  the  Commission,  have  largely 
been  used  in  the  recapitalization  of  corporations  emerging  from 
bankruptcy  proceedings,  and  to  me  at  any  rate,  have  the  odour  of 
failure  or  bankruptcy  attached  to  them.  I think  it  is  important 
to  exclude  any  suggestion  of  this  sort  from  the  capital  structure 
of  Canadian  National. 

Bill  308  proposes  to  relieve  the  railway  of  fixed  charges  amounting  to 
$22,154,926  per  annum.  This  interest  is  not  cancelled  outright,  it  is  changed 
from  the  category  of  a fixed  charge  and  becomes  payable  only  if  earned  in 
the  form  of  a dividend  on  the  preferred  stock.  The  Bill  also  proposes  to 
relieve  the  railway  for  an  initial  period  of  10  years  of  interest  amounting  to 
$3,549,908  per  annum,  this  in  partial  recognition  of  the  burden  imposed  on 
the  railway  as  a result  of  the  entrustment  to  it  of  the  Newfoundland  Railway 
and  Steamship  Services.  Together  the  annual  interest  relief  is  $25,704,834 
which  may  be  compared  with  the  $25,798,000  recommended  by  the 
Commission. 

The  Bill  further  provides  that  the  Government  will  provide  funds  to 
finance  in  part  our  capital  expenditures  in  each  of  the  initial  9 years  1952-1960. 
Based  on  last  year’s  revenues  the  amount  of  such  financing  would  approximate 
$18,700,000  per  annum  in  the  form  of  4 per  cent  preferred  stock.  Perhaps 
the  best  test  of  the  reasonableness  of  this  amount  may  be  to  compare  it 
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with  the  opinion  of  the  Board  of  Transport  in  its  judgment  in  the  21  per  cent 
freight  rate  case  dated  March  30,  1948.  The  Board  found  that  in  the  case 
of  the  Canadian  National  Railways  a reasonable  amount  would  be  $16,777,000. 
The  $16,777,000  represents  3-83  per  cent  of  our  gross  revenues  in  1947,  the 
results  of  which  year  were  under  review  by  the  Board  at  that  time. 

Both  in  the  case  of  the  relief  afforded  in  connection  with  the  Newfound- 
land Railway  and  Steamship  Services  and  in  the  formula  for  financing  part 
of  future  capital  expeditures  through  the  issue  of  4 per  cent  preferred  stock, 
a most  essential  principle  has  been  established  and  while  an  expiry  date  for 
this  relief  is  stated  in  the  Bill  I assume  the  measure  of  continuing  relief  after 
such  expiry  dates  will  be  a matter  for  review  by  government  at  that  time. 
Further,  I take  it  for  granted  that  if  any  lines  are  acquired  in  the  national 
interest  and  entrusted  to  the  Canadian  National  System,  or  development  lines 
are  to  be  built,  their  effect  on  the  operating  results  of  the  Canadian  National 
System  and  any  necessary  capital  or  other  contributions  required  for  them  will 
be  settled  at  the  time  such  arrangements  are  made. 

The  1937  Capital  Revision  Act  did  not  go  to  the  root  of  the  problem  we 
are  concerned  with  here,  and  indeed  it  was  not  intended  to  do  so.  The  present 
legislation,  both  in  respect  of  the  quantum  and  the  method  of  relief  provided, 
is  the  distilled  result  of  many  months  of  discussion  by  all  interested  parties, 
and  for  the  first  time  offers  a solution  adequate  to  our  financial  condition. 

It  remains  for  me  to  summarize  four  points  for  the  benefit  of  this  Com- 
mittee. 

(1)  That  the  legislation  will  enable  the  Canadian  National  Railways  to 
produce  a statement  of  its  annual,  operations  on  a basis  that  will  be  readily 
comprehensible  to  the  public. 

(2)  That  the  Canadian  National  Railways  on  the  average  should  be  able 
to  provide  out  of  its  earnings  reasonable  depreciation,  interest  on  its  out- 
standing debt,  income  tax,  and  have  something  available  for  a dividend  on  its 
preferred  stock. 

(3)  That  the  need  for  the  capital  revision  is  recognized  by  all  shades  of 
public  opinion  and  that  the  implemenation  of  it  will  be  a major  force  in  the 
stimulation  of  the  morale  of  officers  and  employees  alike,  something  which  is 
bound  to  be  reflected  in  the  operating  results  of  the  property. 

(4)  That  the  legislation  now  before  us  makes  the  necessary  adjustments 
and  meets  the  essential  points  of  the  Royal  Commission  recommendation,  as 
well  as  the  views  of  the  Canadian  National  Railways  management  in  a prac- 
tical, simple  and  workable  fashion. 

The  Committee  adjourned  until  the  Senate  rises  this  afternoon. 

The  Committee  resumed  at  4 p.m. 

Hon.  Mr.  Haig:  Mr.  Chairman,  I should  like  to  ask  some  questions  of  Mr. 
Gordon.  What  liabilities  were  assumed  by  the  Canadian  National  Railways 
on  the  31st  of  December,  1922,  or  the  1st  of  January,  1923,  when  the  road  was 
started? 

Mr.  Gordon:  The  debt  held  by  the  public  at  the  time  of  consolidation — 
which  I assume  is  what  you  have  in  mind? — 

Hon.  Mr.  Haig:  Yes,  sir. 

Mr.  Gordon:  — which  was  assumed  by  the  Canadian  National  Railway 
system  totalled  $804,503,144;  and  in  addition  to  that  the  government  had  spent 
on  Canadian  government  railways,  which  were  included  in  the  system,  a total 
of  $429,563,445. 
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Hon.  Mr.  Haig:  During  the  years  1923  to  December  31,  1951,  what  was  the 
railways’  total  operating  revenue? 

Mr.  Gordon:  The  grand  total  operating  revenue  from  1923  to  1951  was 
$9,009,111,688. 

Hon.  Mr.  Haig:  What  was  the  total  operating  expenses  for  the  same  period? 

Mr.  Gordon:  $7,920,223,664. 

Hon.  Mr.  Haig:  That  left  what  net  operating  profit? 

Mr.  Gordon:  The  net  operating  profit  was  $1,088,887,024. 

Hon.  Mr.  Haig:  How  was  that  figure  disposed  of? 

Mr.  Gordon:  Perhaps  I should  put  it  another  way:  That  made  available 

for  payment  of  our  fixed  interest  a sum  of  $797,430,376.  The  difference 
between  that  amount  and  the  $1  billion  odd  which  I just  mentioned  represents 
sundry  payments  in  the  form  of  rents,  taxes  and  things  of  that  kind.  Perhaps 
I should  complete  the  statement  by  pointing  out  that  our  actual  requirements 
for  fixed  interest  were  a total  of  $1,377,564,270,  which  produced  an  income 
deficit  over  the  years  we  are  talking  about  of  a total  of  $580,133,894. 

Hon.  Mr.  Haig:  In  1937  the  Parliament  of  Canada  wrote  off  certain  monies. 
Will  you  make  a statement  about  that?  There  has  been  some  dispute  about  it, 
and  I should  like  you  to  comment  on  it. 

Mr.  Gordon:  You  have  in  mind  the  Capital  Revision  Act,  I understand, 
senator? 

Hon.  Mr.  Haig:  Yes. 

Mr.  Gordon:  Anticipating  something  of  that  kind,  I looked  up  my  sub- 
mission to  the  Royal  Commission  on  Transportation,  and  with  .your  permission, 
Mr.  Chairman,  I should  like  to  read  an  extract  from  it.  It  is  a matter  which 
needs  careful  phrasing  to  make  certain  that  it  is  accurate.  It  will  take  a few 
minutes  to  read  it. 

Hon.  Mr.  Haig:  That  is  quite  all  right. 

Mr.  Gordon:  In  the  Canadian  National  Railways’  submission  to  the  Roy^l 
Commission,  relating  to  the  Capital  Revision  Act  of  1937,  I said  as  follows: 

As  the  revisions  made  under  the  provisions  of  this  Act  had  an 
important  corrective  effect  on  the  capital  structure  of  the  Canadian 
National  it  is  thought  they  should  be  clearly  described  and  their  effect 
correctly  appraised.  Let  it  be  emphasized  at  the  outset  that  no  portion 
the  capital  invested  by  the  Government  was  written  off  and  there  was  no 
interference  with  the  funded  debt  of  the  Canadian  National  in  the  hands 
of  the  public.  Any  amounts  written  off  related  to  income  deficits, 
interest  charges,  and  the  worthless  capital  stocks  of  the  bankrupt 
predecessor  companies. 

The  authorized  revisions  which  are  relevant  to  the  present  study  comprised: 

(a)  Government  advances  for  deficits  were  written  off. 

(b)  Interest  accrued  on  Government  loans  and  advances  was  written 

off. 

(c)  Worthless  capital  stocks  and  grants  were  cancelled. 

(d)  Government  loans  for  capital  were  converted  into  equity  capital, 
(a)  The  amount  of  Government  advances  for  deficits  to  Decem- 
ber 31,  1936  was  $373,823,120.  The  Canadian  National  claimed  that  such 
advances  were  not  capitalizable  items,  that  when  the  Government  paid 
such  sums  it  was  restoring  an  impairment  of  capital  and  not  adding  to 
its  capital  investment.  Such  amounts  did  not  provide  assets  which  are 
capable  of  earning  a return. 
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(b)  The  interest  accrued  in  the  Canadian  National  accounts  on 
Government  loans  and  advances  amounted  to  $530,832,597  at  December 
31,  1936.  In  so  far  as  interest  had  been  accrued  on  advances  for  deficits, 
it  was  thought  the  interest  should  be  treated  similarly  to  the  advances 
and  that  it  should  be  written  off.  In  so  far  as  interest  had  been  accrued 
on  loans  for  capital  purposes  there  may  have  been  justification  initially 
for  the  interest  charge,  but  if  the  interest  was  not  earned,  as  was  the 
case,  then  it  became  part  of  the  annual  deficit,  and  should  be  accorded 
the  treatment  given  to  the  deficit  and  written  off.  Anoher  way  to  express 
it  is  to  say  that  the  Government  as  creditor,  having  loaned  the  money, 
was  entitled  to  interest  but  the  Government  as  proprietor,  would  fyave 
to  absorb  the  loss  because  the  business  had  failed  to  earn  it.  It  should 
further  be  noted  that  the  loans  (for  capital)  under  the  revisions 
authorized  by  the  Act,  became  equity  capital,  entitled  to  a return  only 
if  earned. 

(c)  The  revision  under  this  heading  consisted  of  removing  from  the 
balance  sheet: 

1.  $82,000,600  of  Canadian  Northern  capital  stock  and  $165,627,738  of 

former  Grand  Trunk  capital  stock  which  under  arbitration  pro- 
ceedings were  determined  to  be  without  value. 

2.  $15,142,633  representing  aid  granted  to  the  old  Grand  Trunk  by  the 

Province  of  Canada  prior  to  Confederation.  This  liability  ranked 
junior  to  the  Grand  Trunk  common  stock  which  was  found  to  be 
without  value. 

3.  There  remained  $18  millions  of  Canadian  Northern  common  stock 

which  was  transferred  by  the  Government  to  Canadian  National 
Railway  Company  in  exchange  for  an  equal  par  value  of  that 
Company’s  capital  stock. 

( d ) After  reduction  of  the  amount  of  Government  loans  and  ad- 
vances by  the  $373,823,120  referred  to  in  (a)  there  remained  $347,- 
260,905  representing  loans  for  capital  purposes.  Of  this  $77,223,467 
was  for  capital  loans  subsequent  to  December  31,  1931.  This  amount 
was  continued  on  the  balance  sheet  as  capital  loans  at  interest.  The 
remaining  $270,037,438  was  converted  from  loan  capital  into  equity 
capital,  and  continued  as  such  on  the  balance  sheet. 

A word  of  explanation  should  be  added  in  respect  of  the  amounts 
written  off,  items  (a)  and  (b)  above.  The  indebtedness  to  the  Govern- 
ment was  not  cancelled  absolutely.  The  debts  were  transferred  by  the 
Government  to  a holding  company  (Canadian  National  Railways  Secu- 
rities Trust)  as  a precautionary  measure  to  preclude  the  improvement 
of  the  position  of  certain  securities  which  ranked  junior  to  such  debts. 

Statements  have  been  made  from  time  to  time  that  as  a result  of 
the  1937  Capital  Revision,  the  Government  had  had  to  write  off  as  lost 
much  of  the  money  it  had  invested  in  the  Canadian  National,  that  its 
capital  liabilities  were  drastically  reduced,  and  that  it  was  then  given 
a new  capital  structure  adjusted  to  its  needs.  This  is  not  correct.  The 
amounts  written  off  represented  income  deficits  and  unearned  interest. 
These  were  not  capital  items.  It  had  been  wrong  from  the  beginning  to 
consider  them  as  such.  The  report  of  March  26,  1925  to  the  Board  of 
Audit  is  very  clear  on  this  point.  The  views  expressed  in  that  report 
were  endorsed  by  the  Minister  of  Finance  and  became  Government 
policy  as  from  January  1st,  1932.  The  1937  Capital  Revision  Act  merely 
applied  them  retroactively  to  the  period  prior  to  1932. 
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There  was  no  gain  to  the  Canadian  National  nor  loss  to  the  Govern- 
ment by  the  cancellation  in  the  accounts  of  the  worthless  capital 
stocks  and  grants  referred  to  in  item  (c).  Any  loss  there  might  have 
been  had  taken  place  long  before  the  Government  took  over. 

Again  there  was  no  loss  of  capital  when  loan  capital  referred  to 
in  item  (d)  was  converted  into  equity  capital.  There  was  some  interest 
relief  to  the  Canadian  National  in  being  relieved  of  a fixed  charge  but 
that  is  all.  Changing  bonds  into  shares  is  a Treasury  affair,  not  affecting 
the  physical  assets  one  way  or  the  other.  The  fact  that  the  Govern- 
ment may  not  receive  a direct  interest  return  on  a capital  investment 
does  not  mean  that  the  capital  is  lost.  The  nation  does  not  expect 
an  interest  return  on  its  investment  in  highways,  airports,  and  public 
works  generally.  No  one  thinks  of  the  money  invested  in  the  Inter- 
colonial Railway  as  having  been  lost.  The  Quebec  Bridge,  the  Prince 
Edward  Island  Ferry,  the  post  offices,  the  Welland  Canal,  may  not 
earn  interest  on  their  cost  but  that  does  not  change  the  fact  that  they 
are  national  assets.  Why  Government  money  invested  in  the  Canadian 
National  which  does  not  earn  a direct  interest  return  is  regarded  in 
some  quarters  as  money  lost  is  difficult  to  understand.  A more  correct 
view  would  be  to  regard  it  as  an  investment,  furnishing  essential 
transportation  service,  and  gainfully  employed  from  the  standpoint 
of  the  over-all  economy. 

It  is  the  thought  of  some  people  that  in  1937  the  capital  structure 
of  the  Canadian  National  was  revised  and  put  upon  a satisfactory  basis. 
The  1937  revision  was  confined  to  the  relationship  between  the  Govern- 
ment and  the  Canadian  National  only.  It  did  not  deal  in  any  way  with 
the  large  funded  debt  of  the  System  in  the  hands  of  the  public.  It  was 
considered  at  the  time  there  was  no  possibility  of  the  Minister  of  Finance 
taking  up  in  Public  Accounts  a block  of  Canadian  National  obligations 
so  long  as  they  were  held  by  the  public.  It  would  have  been  impractic- 
able to  leave  out  of  the  Canadian  National  accounts  any  of  its  out- 
standing securities  in  the  hands  of  the  public. 

It  was  thought  unwise  to  refuse  the  relief  it  was  possible  to  secure 
on  the  grounds  that  it  was  not  a final  and  complete  solution.  It  was 
clearly  indicated  by  the  Canadian  National  management  that  the 
proposals  did  not  go  far  enough,  but  as  the  Chairman  of  the  Board 
of  Directors  said:  “Better  halfe  a loafe  than  no  bread.” 

The  Capital  Revision  was  made  effective  to  the  accounts  of  the 
System  as  of  December  31,  1936.  The  fixed  charges  in  1936  on  their 
adjusted  basis  were  $52-2  millions.  The  net  income  available  to  pay 
fixed  charges  was  only  $8-9  millions.  On  their  adjusted  basis  the 
fixed  charges  represented  28  per  cent  of  gross  revenue;  the  Canadian 
Pacific  ratio  in  1936  was  17  per  cent,  and  the  percentage  for  Class  I 
railroads  was  16  per  cent.  Clearly,  no  effort  was  made  to  put  Canadian 
National  on  a comparable  basis  with  other  railroads. 

Hon.  Mr.  Haig:  Mr.  Gordon,  the  next  question,  which  I asked  this  morn- 
ing— and  I am  going  to  ask  it  again — is  this:  what  does  the  present  adjustment 
do?  Answering  me  the  same  way  as  you  did  before,  what  does  it  cover? 

Mr.  Gordon:  Well,  that  is  what  I attempted  to  cover  in  my  statement;  but 
to  summarize  that,  I would  say  that  it  puts  the  balance  sheet  of  the  Canadian 
National  Railway  on  a basis  which  reflects  the  current  position  of  the  railway. 

Hon.  Mr.  Haig:  Of  the  railroad? 

Mr.  Gordon:  Of  the  railroad.  In  other  words,  on  the  basis  of  the  fixed 
interest  charges  which  are  left  for  the  railway  to  pay,  interest  on  debt  which 
still  remains  in  the  hands  of  the  public  or  owing  to  the  government,  as  the 
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case  may  be,  the  railway  should  on  an  average,  as  I stated  this  morning,  be  able 
to  meet  that  burden,  as  well  as  providing  reasonable  depreciation,  income  tax, 
and  have  something  available  for  the  payment  of  a dividend  on  this  preferred 
stock. 

Hon.  Mr.  Haig:  I asked  you  this  question  this  morning,  and  I am  going  to 
ask  it  again,  because  I want  it  on  record.  What  in  your  opinion,  if  this  bill 
passes,  will  be  the  effect  on  the  personnel  of  the  road? 

Mr.  Gordon:  I think  it  should  improve  the  morale  of  the  employees  very 
considerably;  because  it  is  human  nature,  as  I stated  earlier,  that  people  like 
to  feel  that  they  are  working  for  a successful  enterprise  and  not  for  something 
which  is  always  pointed  to  as  being  a failure;  and  that  has  been  a misappre- 
hension, in  my  opinion,  which  has  been  in  the  minds  of  a great  section  of  the 
public, — that  because  of  these  bookkeeping  deficits,  the  fact  that  the  railway 
was  efficiently  run  and  was  earning  its  keep  was  not  shown  to  the  public,  and 
therefore  the  Canadian  National  Railway  employees  worked  under  that  psy- 
chological disadvantage. 

Hon.  Mr.  Haig:  Thank  you  very  much,  sir.  That  is  all  the  questions  I want 
to  ask. 

The  Chairman:  Any  other  questions,  gentlemen? 

Hon.  Mr.  Roebuck:  I would  like  to  repeat  a question  which  I put  this 
morning,  for  the  record’s  sake.  You  have  stated,  Mr.  Gordon,  that  in  your 
opinion  the  railroad  as  a result  of  this  adjustment  which  is  contained  in  the 
bill  will  be  able  to  pay  its  operating  costs,  its  fixed  charges,  its  income  tax,  and 
leave  something  over  for  the  preferred  shares;  and  I would  like  to  know  the 
basis  upon  which  you  make  such  a prognostication.  You  do  not  come  here 
as  a prophet,  and  I would  like  to  know  if  there  are  any  qualifications  you  have 
of  that  statement. 

Mr.  Gordon:  Yes.  My  statement  is  of  course  essentially  a matter  of  judg- 
ment, but  our  appraisal  was  based  on  our  experience  of  the  past,  and  it  assumes 
the  same  order  of  relativity  between  freight  rates  on  the  one  hand  and  wages 
and  prices  on  the  other.  That  is,  it  assumes  that  we  will  have  freight  rate 
increases  commensurate  with  the  impact  of  costs  of  our  operations.  In  addition 
to  judging  or  weighing  our  past  experience,  which  included  as  you  all  know  a 
cycle  of  war  and  peace,  of  prosperity  and  depression,  we  tested  the  plan  under 
various  hypotheses,  or  assumptions,  concerning  economic  conditions  in  the 
future.  That  is,  we  assumed  a boom  or  we  assumed  a depression,  as  the  case 
may  be  and,  as  I say,  as  a matter  of  judgment  we  expected  to  be  able  on  the 
average  to  meet  all  our  operating  costs,  the  new  level  of  our  fixed  charges,  our 
income  taxes,  and  the  rest,  and  still  have  something  for  a dividend  on  the 
preferred  stock.  If,  of  course,  there  are  some  extraordinary  conditions  which 
upset  the  whole  economic  atmosphere  in  which  we  live,  the  Canadian  National 
Railway  will  be  affected  just  as  any  other  enterprise  in  the  country  would  be 
affected,  and  these  assumptions  I have  made  may  not  hold  true  under  such 
extraordinary  conditions. 

Hon.  Mr.  Roebuck:  However,  the  readjustment  now  before  us  is  gauged 
on  your  judgment  that  it  will  provide  the  necessary  conditions  which  will  bring 
about  the  results  you  have  described? 

Mr.  Gordon:  That  is  correct,  and  I hasten  to  add  that  it  is  not  simply  a 
personal  judgment.  I have  had  the  assistance  of  the  experienced  officers  of 
the  railway  who  have  examined  the  trends  and  cycles  of  the  record  throughout 
the  years.  They  have  had  a lifetime  of  experience  in  doing  this. 

Hon.  Mr.  Roebuck:  You  also  assume  that  you  will  be  treated  fairly  and 
reasonably  by  the  Board  of  Transport  Commissioners? 

Mr.  Gordon:  That  is  the  assumption  we  make. 
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Hon.  Mr.  Horner:  Mr.  Gordon,  when  the  Trans-Canada  Highway  is 
completed  what  effect  do  you  think  it  will  have  on  the  railway? 

Mr.  Gordon:  I would  assume  that  the  improvement  of  highways  will 
intensify  certain  types  of  competition,  undoubtedly  from  trucks. 

Hon.  Mr.  Reid:  May  I ask  Mr.  Gordon  a question?  If  this  is  put  into  effect 
will  it  place  the  C.N.R.  in  a comparable  position  with  the  C.P.R.,  aside  from 
the  moneys  the  C.P.R.  receives  from,  shall  we  say,  the  Consolidated  Mining 
Company? 

Mr.  Gordon:  I find  that  rather  difficult  to  answer  because  in  point  of  fact 
you  cannot  get  an  exact  comparable  position  between  the  railways  at  any  time. 
After  all,  they  have  different  systems  in  the  sense  that  the  C.P.R.  was  built  as 
a planned  and  integrated  unit,  whereas  we  took  half  a dozen  railways  that 
were  built  primarily  to  compete  with  each  other.  There  is  that  sort  of  differ- 
ence, but  by  and  large,  as  a test  of  efficient  operation,  I would  say  that  the 
C.N.R.  results  can  now  be  judged  on  a basis  that  would  give  some  idea  as  to 
the  degree  of  our  efficiency  compared  with  that  of  the  C.P.R.  • 

Hon.  Mr.  Ross:  Mr.  Gordon,  you  spoke  of  preferred  stock.  What  preferred 
stock  is  there  in  the  railway? 

Mr.  Gordon:  At  the  present  time  there  is  none,  but  this  bill  will  create 
$736  million  of  preferred  stock  in  exchange  for  the  interest-bearing  debts 
which  are  outstanding  in  the  hands  of  the  government. 

The  Chairman:  When  you  spoke  of  the  competition  that  will  be  created 
by  the  Trans-Canada  Highway,  it  will  also  tend  to  create  more  freight,  will  it 
not? 

Mr.  Gordon:  Oh,  yes.  I would  not  say  that  the  Trans- Canada  Highway  is 
something  we  need  to  fear.  Like  any  other  development  in  the  country,  it  is 
bound  to  expand  the  country  and  bring  about  additional  traffic  of  various  kinds. 
It  is  just  a question  of  how  much  we  will  get  of  it. 

Hon.  Mr.  Crerar:  Mr.  Gordon,  does  the  section  between  Cochrane  and 
Winnipeg  pay? 

Mr.  Gordon:  I could  not  answer  that  question  specifically.  It  would  take 
a careful  analysis  to  arrive  at  any  conclusion! 

Hon.  Mr.  Crerar:  And  the  same  thing  would  apply  to  the  present  line 
you  operate — the  old  Canadian  Northern  Railway — from  North  Bay  through 
Sudbury  to  Winnipeg? 

Mr.  Gordon:  It  is  always  a difficult  matter  to  analyse  a specific  portion  of 
a line  to  determine  whether  it  pays  or  does  not  pay,  because  while  the  specific 
operation  of  a line  analysed  purely  by  itself  may  show  a red  ink  figure,  there 
are  many  collateral  conditions  which  flow  into  other  parts  of  the  system.  In 
other  words,  if  we  did  not  have  a line  from  one  point  to  another  we  could  not 
service  the  more  profitable  territory  that  lies  beyond.  We  can  arrive  at  a 
reasonable  conclusion  as  to  a specific  branch  line,  but  it  is  a difficult  matter 
to  do  so  with  respect  to  any  portion  of  the  main  transcontinental  line. 

Hon.  Mr.  Crerar:  Take  the  line  from  Redpass  Junction  to  Rupert? 

Mr.  Gordon:  I cannot  answer  your  question  specifically  at  this  moment. 
The  same  thing  would  apply  there. 

Hon.  Mr.  King:  The  railway  sections  running  into  the  north  country  are 
helping  to  develop  new  territories. 

Mr.  Gordon:  There  is  no  question  about  that.  My  own  opinion  is  that  the 
whole  of  the  old  northern  transcontinental  line  will  be  a valuable  asset  and  an 
earning  asset  of  the  C.N.R. 

Hon.  Mr.  Roebuck:  I suppose  you  are  making  some  mechanical  progress, 
are  you  not,  that  may  help  you  in  the  future? 
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Mr.  Gordon:  Very  definitely.  I might  mention  that  in  our  Annual  Report 
we  made  some  comparisons  as  to  technological  improvements.  We  made  a com- 
parison between  the  years  1928  and  1951 — both  these  years  being  big  traffic 
years  when  the  country  was  not  at  war,  and  reported: 

“The  overall  comparison  shows  that  in  quantity  the  Canadian  National  has 
furnished  58  per  cent  more  freight  transportation  with  12  per  cent  fewer  loco- 
motives and  12-4  per  cent  fewer  freight  cars,  and  in  terms  of  quality  the 
average  speed  has  been  raised  by  23  per  cent.  This  improvement  was  accom- 
panied by  a significant  decline  in  fuel  consumption,  and  the  use  of  relatively 
less  manpower.” 

This  would  indicate  that  mechanical,  improvements  have  been  taken  full 
advantage  of. 

Hon.  Mr.  Roebuck:  You  are  also  going  into  Diesel  development,  are  you 

not? 

Mr.  Gordon:  We  are  on  a Diesel  program  now,  and  we  have  a program 
that  will  stretch  over  the  next  five  years  in  which  time  we  shall  substantially 
increase  the  movement  of  freight  in  particular  by  the  use  of  Diesel. 

Hon.  Mr.  Roebuck:  And  I suppose  you  can  count  as  well  on  an  increase 
of  population  over  the  years? 

Mr.  Gordon:  Yes,  that  is  quite  true. 

Hon.  Mr.  Roebuck:  And  that  would  be  important  to  your  railway? 

Mr.  Gordon:  Very  important  indeed. 

The  Chairman:  What  about  your  road  beds? 

Mr.  Gordon:  We  have  a regular  annual  maintenance  program  of  road- 
bed upkeep,  and  it  is  just  a question  of  degree  as  to  how  much  time  and  money 
we  are  prepared  to  spend  on  it. 

Hon.  Mr.  Horner:  What  responsibility  does  the  government  assume  in 
respect  to  branch  lines  such  as  the  one  running  from  Sherridon  to  Lynn  Lake? 

Mr.  Gordon:  That  is  an  interesting  question  and  rather  illustrates  what  we 
will  try  to  insist  upon  in  regard  to  our  future  policy  for  building  branch  lines. 
In  the  case  of  the  branch  line  from  Sherridan  to  Lynn  Lake  we  made  a traffic 
agreement  with  the  Sherritt  Gordon  Mines  Limited.  Having  established  what 
the  capital  cost  would  be  we  estimated  how  much  traffic  we  would  have  to 
carry  to  support  the  line  so  that  we  should  at  least  break  even,  and  then 
the  Sherritt  Gordon  Mines  Limited  underwrote  this  amount  of  traffic.  If  this 
amount  of  traffic  does  not  go  over  the  line,  the  Sherritt  Gordon  Mines  Limited 
will  pay  us  the  difference.  The  same  thing  is  true  of  the  Kitimat  line.  This 
is  the  policy  we  shall  insist  upon  in  regard  to  future  developments. 

Hon.  Mr.  Reid:  It  has  been  stated  many  times — and  I have  in  mind  a certain 
locomotive  engineer — that  the  time  taken  in  travelling  on  passenger  trains  could 
be  greatly  reduced  between  Montreal  to  Vancouver  were  it  not  for  the  restric- 
tions of  the  Board  of  Transport  Commissioners. 

Mr.  Gordon:  There  are  no  restrictions  of  that  kind.  The  governing  factor 
in  regard  to  our  time  schedule  between  Montreal  and  Vancouver  really  is  the 
need  to  arrive  at  main  points — Winnipeg,  Regina  and  so  on — at  a reasonable 
time  of  day. 

Hon.  Mr.  Reid:  Could  you  reduce  the  number  of  hours  required  in  making 
this  journey? 

Mr.  Gordon:  We  could  if  we  were  prepared  to  deliver  some  of  our  pas- 
sengers into  these  places  at  three  and  four  o’clock  in  the  morning. 

Hon.  Mr.  Haig:  Not  Winnipeg. 

Some  Hon.  Senators:  Oh,  oh. 
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Mr.  Gordon:  I am  quite  sure  that  if  there  is  anybody  here  from  Regina  he 
would  have  the  same  comment  to  make. 

Hon.  Mr.  Haig:  Sure. 

Hon.  Mr.  Reid:  The  reason  I am  bringing  up  the  matter  particularly  at 
this  time  is  that  the  airplanes  are  competing  with  the  trains  for  passenger  traffic 
now,  and  the  planes  do  not  care  at  what  hour  of  the  day  or  night  they  land  you 
anywhere:  they  are  just  as  likely  to  take  you  into  a place  at  midnight  or  one 
or  two  or  three  o’clock  in  the  morning.  It  seemed  to  me  that  if  you  could  cut 
down  your  time  you  might  be  better  able  to  meet  this  competition.  I know 
that  out  in  British  Columbia  some  people  when  travelling  to  Ontario  use  the 
United  States  railways,  and  by  so  doing  they  save  twenty  hours  on  the  trip 
to  Toronto.  This  means  a loss  of  important  passenger  traffic  to  our  country. 
It  seems  to  be  an  opportune  time  to  mention  the  matter,  and  I should  like  to 
know  if  your  service  could  be  speeded  up  so  as  to  meet  the  competition  from 
planes  and  United  States  Railways. 

The  Chairman:  Could  you  do  that  without  incurring  a lot  of  extra  cost? 

Mr.  Gordon:  As  a matter  of  fact,  senator,  we  have  been  conducting  very 
intensive  studies  on  that  very  question.  We  are  looking  at  a specific  project 
in  order  to  establish  the  order  of  dimension,  so  to  speak;  that  is,  to  establish 
what  would  happen  if  we  did  run  a train  as  a special  from  Vancouver  to 
Montreal  at  the  fastest  possible  time.  In  the  first  place,  the  capital  cost  of 
putting  such  a train  on  the  tracks  would  be  upwards  of  $3  million,  running  one 
way;  which  would  mean  a cost  of  $6  million  for  a shuttle  service.  Now,  when 
you  try  to  estimate  the  economic  results  of  an  experiment  of  that  kind,  the 
mathematical  exercise  gets  you  nowhere.  One  thing  we  have  noticed  is  that 
people  who  travel  by  train  expect  standards  in  comfort  and  convenience  and 
so  forth  that  they  do  not  demand  of  the  airways. 

Hon.  Mr.  Haig:  They  will  demand  them. 

Mr.  Gordon:  I hope  so. 

Hon.  Mr.  Crerar:  Mr.  Chairman,  I would  suggest*  to  the  witness  that  it 

might  be  possible  to  leave  Vancouver  at  four  o’clock  in  the  morning — 

Hon.  Mr.  Haig:  That  is  a good  idea. 

Hon.  Mr.  Crerar:  — and  arrive  in  Montreal  at  around  eleven  o’clock  at 
night. 

Mr.  Gordon:  No,  I do  not  think  we  are  able  to  do  that.  I forget  just  what 
the  time  schedules  are — I should  have  them  in  my  mind. 

Hon.  Mr.  Crerar:  You  leave  Vancouver  now  at  about  eight  o’clock  in  the 
evening.  Suppose  that  instead  you  left  at  four  o’clock  in  the  morning.  That 
is  a difference  of  eight  hours,  and  running  on  your  present  time  schedule  you 
should  get  into  Montreal  hours  earlier? 

Mr.  Gordon:  But  you  see,  senator,  that  we  have  to  consider  not  only  the 
people  of  Vancouver  and  Winnipeg;  we  are  dealing  with  the  people  in  between 
as  well.  And  I have  already  heard  it  suggested  that  we  must  arrive  at  Winnipeg 
at  a reasonable  hour. 

Hon.  Mr.  Haig:  Yes,  that  is  very  important. 

Hon.  Mr.  Beaubien:  From  Winnipeg  to  Vancouver  there  are  two  trains 
daily,  are  there  not? 

Mr.  Gordon:  Yes. 

Hon.  Mr.  Beaubien:  One  runs  about  thirty  minutes  ahead  of  the  other, 
and  I am  wondering  whether  the  service  could  not  be  given  by  a single  train. 

Mr.  Gordon:  I can  say  at  once,  senator,  that  if  the  service  could  be  given 
by  a single  train,  that  is  what  we  would  be  doing,  as  a matter  of  efficiency;  but 
we  have  had  to  put  on  a double  service  there  by  reason  of  the  volume  of  express. 
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We  found  that  the  handling  of  express  there  slowed  us  down  so  much  that  we 
were  not  making  our  time  schedules,  and  in  order  to  correct  that  condition  we 
started  about  three  or  four  weeks  ago  an  experiment  of  running  two  sections. 
That  is  still  just  an  experiment  and  we  are  watching  it  closely  for  a comparison 
of  costs  and  so  on.  One  of  the  trains  does  not  carry  passengers  at  all  at  present; 
we  are  using  it  for  what  we  call  head-end  traffic — that  is,  express  and  baggage 
— and  we  think  that  in  this  way  we  shall  be  able  to  speed  up  our  time  schedules. 
However,  I repeat  that  this  is  still  being  done  on  an  experimental  basis. 

Hon.  Mr.  Howden:  Mr.  Gordon,  when  I first  came  to  Ottawa,  some  twenty- 
five  years  ago,  we  used  to  have  an  Ottawa  sleeper  which  arrived  here  at  5 or 
5.10  in  the  morning,  the  same  time  as  we  get  in  now,  but  the  sleeper  was  left 
on  the  tracks  and  we  did  not  have  to  vacate  it  until  8 o’clock.  And  at  night  the 
sleeper  was  available  at  9 o’clock  for  anyone  who  wanted  to  board  it,  although 
the  train  did  not  pull  out  until  midnight,  as  it  does  now.  That  was  a very  great 
convenience  for  people  of  a certain  type,  and  I am  wondering  why  we  can  no 
longer  get  that  service. 

Mr.  Gordon:  I must  answer  that  question  very  carefully,  because  the  fact 
is  that  the  financial  returns  showed  we  did  not  have  many  paying  passengers 
on  that  train. 

The  Chairman:  Are  there  any  further  questions? 

Hon.  Mr.  Isnor:  Mr.  Chairman,  as  I am  not  a member  of  the  committee 
I have  waited  to  put  a question  or  two  until  members  of  the  committee  had 
finished.  I should  like  to  follow  up  the  question  put  to  the  President  by 
Senator  Roebuck  as  to  research  in  connection  with  the  diesel  engine.  I under- 
stand, Mr.  Gordon,  that  you  have  a research  branch  that  has  been  working  in  an 
endeavour  to  perfect  the  diesel  engine  for  the  use  of  your  own  company  and 
private  companies  as  well.  Is  any  research  being  done,  either  by  the  Canadian 
National  or  by  private  companies,  into  the  possibility  of  making  greater  use  of 
coal  and  at  the  same  time  perfecting  the  old  steam  engine  or  locomotive? 

Mr.  Gordon:  We  ourselves  have  a research  laboratory  and  are  conducting 
a number  of  very  interesting  experiments  with  regard  to  the  better  utilization 
of  coal.  Also  a number  of  experiments  are  going  on — one  at  McGill  University, 
for  instance — in  connection  with  the  use  of  the  gas  turbine.  Some  of  the  experi- 
ments with  the  gas  turbine  will  use  fuel  oil,  but  others — these  are  in  the 
United  States — have  to  do  with  the  utilization  of  coal.  We  are  keeping  closely 
in  touch  with  these  experiments. 

Hon.  Mr.  Isnor:  Coming  from  Nova  Scotia,  I am  deeply  interested  in  a 
greater  use  of  coal  by  the  railways. 

Mr.  Gordon:  Real  progress  is  being  made  in  these  experiments.  The  last 
report  I received  showed  that  some  quite  satisfactory  results  had  been  obtained, 
but  that  certain  bugs  have  to  be  ironed  out  before  any  definite  decision  can  be 
arrived  at. 

Hon.  Mr.  Isnor:  I wish  now  to  ask  you  a question  about  the  company’s 
finances,  in  order  to  clear  up  a point  that  was  raised  in  the  Senate  yesterday. 
It  was  stated  that  during  the  period  from  1941  to  1945  the  Canadian  National 
had  paid  to  the  government  $113  million,  and  a doubt  was  expressed  as  to 
whether  during  that  period  the  company  had  paid  the  interest  on  outstand- 
ing loans  both  to  the  public  and  to  the  government. 

Mr.  Gordon:  In  the  years  1941-1945  the  Canadian  National  Railways  paid 
to  the  government  in  surplus  earnings  $112,502,061,  after  having  paid  all 
interest  charges  due  either  on  government  advances  or  debts  due  to  the  public. 

Hon.  Mr.  Isnor:  Thank  you;  I wanted  that  point  cleared  up. 
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Hon.  Mr.  Roebuck:  Mr.  Gordon,  before  we  close  the  questions,  I may  say 

that  we  have  been  told  that  the  producing  power  of  the  Canadian  nation  has 
been  increasing  very  rapidly  in  recent  years,  and  that  it  is  perhaps  five  times 
what  it  was  a few  years  ago.  Is  that  not  reflected  in  the  operations  of  the  road? 
If  this  rate  of  acceleration  continues,  will  it  not  result  in  a very  profitable 
railway  system?  Will  the  C.N.R.  not  become  a paying  institution,  and  a very 
valuable  asset  of  the  Canadian  people? 

Mr.  Gordon:  Certainly  the  C.N.R.  stands  to  benefit  considerably  with  the 
increased  traffic  and  further  increases  that  are  bound  to  follow  the  develop- 
ment of  the  country,  but  always  with  the  proviso  that  we  are  paid  an  adequate 
price  for  our  services. 

Hon.  Mr.  Roebuck:  That,  of  course,  is  the  duty  of  the  Board  of  Transport 
Commissioners.  We  as  a parliament  have  a right  to  assume  that  they  will 
treat  you  right  in  that  regard. 

Mr.  Gordon:  That  is  our  assumption  too. 

Hon.  Mr.  Roebuck:  So  that  we  may  look  forward  with  some  reasonable 
degree  of  certainty  to  a great  development  in  this  country,  and  as  a conse- 
quence a great  development  in  the  C.N.R.? 

Mr.  Gordon:  I would  agree  with  that. 

The  Chairman:  Is  it  not  also  true  that  profit  is  not  the  only  test  of  the 
usefulness  of  a railway  to  the  country? 

Mr.  Gordon:  I think  that  is  certainly  correct.  The  degree  of  service  that  is 
rendered  is  of  first  importance  to  the  people  of  Canada. 

The  Chairman:  If  we  did  not  have  the  railways,  we  wopld  have  no 
country. 

Mr.  Gordon:  I believe  that  is  true. 

The  Chairman:  Are  there  any  further  questions?  Is  it  the  wish  of  the  com- 
mittee that  the  bill  should  now  be  considered  clause  by  clause,  in  view  of  the 
explanation  by  Senator  Isnor  and  the  proceedings  here  today? 

Hon.  Mr.  Haig:  I personally  do  not  think  we  can  make  any  changes  in  the 
bill.  The  questions  I had  to  ask  have  been  satisfactorily  answered. 

Hon.  Mr.  Roebuck:  I move  that  we  report  the  bill. 

Hon.  Mr.  Haig:  Agreed. 

The  Chairman:  Carried. 


The  Committee  adjourned. 
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